In 1959, shortly after the European Economic Community was founded under the 1957 Treaty of Rome, Turkey applied for Associate Membership in the then six-member common market. By 1963, a path for integrating the economies of Turkey and the eventual European Union had been mapped. As with many trade agreements, agriculture posed difficult political hurdles, which were never fully cleared, even as trade barriers to other sectors were eventually removed and a Customs Union formed. This essay traces the influences the Turkey-European Union economic institutions have had on agricultural policies and the agriculture sector. An applied general equilibrium framework is used to provide estimates of what including agriculture under the Customs Union would mean for the sector and the economy. The paper also discusses the implications of fully aligning Turkey's agricultural policies with the European Union's Common Agricultural Policy, as would be required under full membership.
Introduction
Turkey has been on a decades-long path toward membership in the European Union. At times, advancement of that goal stalled when events intervened or when the prospects for success dimmed. Nevertheless, the path already taken has shaped Turkish institutions fundamentally and, via trade and investment, the Turkish economy. The consequences for the agricultural sector are less direct, due in part to the historical political hurdles that kept primary agriculture out of the original form of the European Union -Turkey Customs Union; important as well were the divergent paths of domestic policies that the Customs Union exclusion permitted.
In this essay, we look at the current institutions and policies of Turkey's agriculture sector and place them in the context of Turkey's pursuit of EU membership. We model the economic effects of a set of additional steps that might be taken toward EU membership, namely an expansion of the Customs Union to include all of agriculture, an expansion of Turkey's bilateral free trade agreements to match the set of agreements reached by the EU, and the economic impact of full membership. Full membership would oblige Turkey to adopt a body of regulatory rules embodied in the community acquis and to modify its agricultural policies so that they are consistent with the European Union's Common Agricultural Policy (CAP). For Turkish agriculture, the primary practical consequence of adopting the acquis would be the implementation of a more robust set of mechanisms to ensure food safety, a process that has already begun and one that is likely to continue for reasons separate from EU membership requirements. More significantly, the instruments through which Turkey and the EU support agriculture have diverged in recent years, even though the levels of protection afforded their respective agricultural sectors are broadly comparable. Although modifying agricultural policies in Turkey is not strictly needed prior to EU membership, we argue that steps taken under the CAP to delink farm support from the production of specific crops would serve Turkey well, regardless of decisions taken about more fully integrating its economy with the EU. The reasons, which we also explore in the essay, have to do withfundamental elements of on-going structural change in the Turkish economy.
Turkey-EU Institutions and Trade Relations
Turkey has deep and long-standing ties to the European Union, which have shaped the agricultural sector in important ways. Turkey was an original member of the Council of Europe, an association established in 1949 to promote European cooperation on human rights, the rule of law, culture and legal standards. In 1952 Turkey joined NATO, also established in 1949. In 1959, shortly after its founding under the 1957 Treaty of Rome, Turkey applied for Associate Membership in the European Economic Community (EEC), the original common market pillar of the European Union. 2 Turkey was also a founding member of the OECD, established in 1961.
From 1957 to 1963, Turkey worked with the then-six members of the EEC, Belgium, France, Italy, Luxembourg, the Netherlands and West Germany, to lay out a pathway for an eventual economic association. Although the envisioned association would fall short of full membership in the EEC, the scope of the planned economic integration was especially deep, given the historic context of the negotiations. To gain perspective, it is worth pointing out that, during this period, the so-called "Outer-Seven" (Austria, Denmark, Norway, Portugal, Switzerland, Sweden, and the United Kingdom) had established a rival free-trade area, the European Free Trade Area Association rather than join the EEC in its initial form. What's more, the applications of Denmark, Ireland, Norway and the United Kingdom to join the EEC were suspended in 1963, even as the details of Turkey's association with the EEC were being ironed out (Kreinin 1960; Preston 1997) .
The negotiations between Turkey and the EEC resulted in the Ankara Agreement, also known as the Association Agreement, signed in 1963 and put into effect in December 1964. 3 At the heart of the Agreement was the phased creation of a Customs Union, to be established in three stages: i) a preparatory stage, expected to last five years, in which the EEC would provide financial support as Turkey prepared its economy for the Customs Union; ii) a transitional stage, expected to last at most 12 years, in which tariffs and trade restrictions would fall as the Customs Union was progressively established and economic policies between the partners harmonized; and a final stage in which economic policies would be coordinated under a finalized Customs Union. 4 The agreement also established a Council of Association, with representatives from both parties, to guide implementation, along with a mechanism for resolving disputes.
The Agreement is clear that the Customs Union was meant to comprehensively integrate the two economies. The Customs Union would cover trade in all goods, and involve all duties, quantitative restrictions and any other mechanism that protected domestic producers. Further, it obliged Turkey to adopt the EEC's Common Customs Tariff with third countries (Article 10).
The Agreement frequently refers back to the Treaty of Rome and the economic freedoms laid out in that document, seeing these as a source of guidance for the Association. For example, the Agreement calls for the abolishment of restrictions on the freedom to provide services and to establish businesses and to provide workers with the freedom to move between the EEC and Turkey, referring back to the relevant Articles of the Treaty of Rome. 5 The Agreement also calls for the eventual consideration of Turkey as a full member of the EEC (Article 28).
Still, as is often the case, primary agriculture presented a difficult hurdle for negotiators. 6 This is evident in Article 11 of the Agreement, which states that the Association would extend to agriculture, but under special rules. The Protocol also called for the Association Council to develop a subsequent Additional Protocol that would guide the transitional expansion of trade prior to the finalization of the Customs Union. The Additional Protocol was signed in 1970 and implemented in 1973. It called for the immediate reduction of restrictions and tariffs of most Turkish exports into the now nine-member EEC and a phased reduction of Turkish tariffs on EEC imports. Under a Temporary Agreement, the EC abolished restrictions on the import of most industrial goods from Turkey in 1971 ahead of the effective date of the new Protocol. In 1973, Turkey implemented its first round of tariff reductions, followed by a second round in 1976.
As the tariff reductions got underway, an economic crisis in Turkey, featuring high rates of inflation and unemployment, deepened. In response, Turkey suspended its obligations to implement the Customs Union; however, as part of international efforts to bolster Turkey's economy, the Council of Association reached an agreement (Decision 1/80) that phased out the customs duties on agricultural products imported into the EEC in four stages between 1981 and 1987. 7 The Decision, issued in September 1980, also eased constraints 3 The relatively brief text of the Agreement is available on-line at: http://www.abgs.gov.tr/index.php?p=117&l=2 4 See Articles 2 through 5 of the Agreement. 5 See Article 12 through 14. 6 For a related story of how agriculture is often a problem for reaching broad trade agreements, see Madigan's (1994) account of the problems oilseed policies presented for the successful conclusion of the Uruguay Round of the GATT. 7 The Council decisions are available on-line at: http://www.abgs.gov.tr/files/_files/okk_eng.pdf .
3 on Turkish workers residing in EEC member countries and strengthened economic cooperation between Turkey and the EEC. A few days prior to the Decision's release, a military coup d'état ousted the Turkish Government, effectively suspending further work by the Council. Relations between Turkey and the EEC were formally suspended in January 1982 and would not begin again until September 1986. During this crucial period the EEC expanded to include first Greece and then Portugal and Spain.
In September 1986, the Council reconvened and the ambitions of the Ankara Agreement were taken up with renewed vigor. Turkey applied for full EEC membership in April 1987 and submitted a plan to accelerate the implementation of the Customs Union. Changes were also underway in the governance structure of the EEC, resulting in the signing of the Maastricht Treaty in 1992. The Treaty had consequences for the decision process established under the Ankara Agreement, since it required all third-party trade agreements to be approved by the European Parliament. The Treaty also established the European Union (EU), with the EEC converted to a pillar under the EU, named the European Community (EC). This was a significant complication for a decision process that was already growing complex since an expanding EC had brought new members to the Association Council, which requires unanimity to issue its decision.
Nonetheless, in 1995, the same year that Austria, Finland and Sweden joined the EC, the Council announced Decision 1/95, which was approved by the European Parliament. The Decision laid out the implementation phase for the Customs Union with Turkey, which entered into effect on January 1, 1996. 8 In 1999, Turkey was officially recognized as a European Union candidate country, and in 2001 the Association Council adopted an Accession Partnership for Turkey. The Council adopted a Negotiating Framework in 2005 and negotiations began in 2006, nearly 42 years after the Ankara Agreement.
To date, the pathway to full EU membership for Turkey has been well articulated, partly because of Decision 1/95, and also because of the enlargement protocols worked out by the EU since the Maastricht Treaty. Still, obstacles remain. For one, the relationships in a process that began as an economic agreement between Turkey and six other countries are now multifaceted. The trade and economic components at the heart of the EEC have become more fully integrated into a larger set of policy objectives, first with the formation of the European Community in 1992 and again, in 2009 when the institutions and mandates of the EEC were subsumed into the European Union, and as a consequence, more closely integrated with the EUs political and social objectives. What's more, the number of member states, which must reach unanimity for each Association Council decision and for each step taken toward Turkey's membership in the EU, has expanded to 28. 9 In addition, Cyprus, now a member of the EU, remains divided following the failed unification referendum in 2002, with only Turkey recognizing the de facto state of Northern Cyprus, embrangling the Accession process. An important practical component of the membership process involves implementing EU rules and laws, known collectively as the community acquis or acquis communautaire, which for the purposes of negotiation are broken into 35 policy areas or chapters in EU parlance. By 2014, only the chapter on Science and Research had been completed (closed.). EU member countries have blocked the start of some chapter negotiations and frozen negotiations on others, due in part to issues related to Cyprus. Nevertheless, the institutions established under the Ankara Agreement have proved remarkably resilient. They have provided a permanent basis for negotiation and consultations, even after long periods when they are little used. The Association Council has also continued to produce effective technical policy decisions, despite significant changes in the composition and governance structure of the EU. In the case of agriculture, the Council has also proved adroit in moving forward when possible and making limited exceptions to free trade principles when needed.
Importantly, the Ankara Agreement put in place a strategy that first integrated Turkey and the EEC economically before uniting the two partners under a shared regulatory and political structure, a structure much more ambitious than the prevailing economically focused EEC governance structure in place when the Agreement was signed in 1963. This integrated trade structure, largely completed in the 1990s, has had a deep and persistent impact on the Turkish economy that would have been hard to imagine at the outset of the Agreement. For one, the growth of Turkey's economy in combination with the growth and expansion of the EU component economies has created a large and competitive common market. Second, as is discussed later in this essay, the relative macroeconomic importance of the exceptions carved out for agriculture has declined and the importance of the sectors covered by the Customs Union have grown, due to a restructuring of the EU and Turkish economies that is characteristic of growing economies.
Agricultural trade policies and the Customs Union
As with the Treaty of Rome, negotiators of the Ankara Agreement found it difficult to deal with agricultural policies and trade in a comprehensive way. This was partly because of the inherent political difficulties of negotiating trade concession for agricultural goods, but also because of the complex features of the EEC's Common Agricultural Policy. The approach taken was to signal the intent to eventually include agriculture and an alignment of agricultural policies in the Customs Union, but to treat the sector apart until a comprehensive solution could be found. The EEC had taken a similar approach under the Treaty of Rome, putting off discussion of agricultural policy until the 1958 Stresa Conference (Stead, 2008) . As a start, the Agreement strictly defined what was meant by primary agriculture, based on definitions worked out in the Treaty of Rome. 10 In addition, while most trade in primary agriculture remained outside the general terms of the Agreement, a lengthy Provisional Protocol appended to the text provided a set of exemptions to ease Turkish exports of tobacco, dried figs, dried grapes and hazelnuts into the EU. A more general term of the agreement, precluded Turkey from favoring any single member of the EEC in its agricultural trade policies. 11
The Additional Protocol, issued in 1970, calls for Turkey to align its domestic policies with the CAP to the point where agricultural goods can circulate freely in the Customs Union and requires the EEC to consider Turkey's agricultural sector when it puts CAP policies in place. The Protocol lays out the expectation that agricultural goods will move freely after 22 years, but allowed the Council to change that date. 12 Annex 6 to the Protocol provides selected Turkish agricultural products favored access to the EEC in the form of quotas or reduced tariffs. A brief section of the Annex deals with EEC exports to Turkey and simply calls on Turkey to grant the Community preferential treatment to the extent that imports into Turkey from the EEC increase in a satisfactory way. To maintain momentum, Article 35 of the Protocol calls on the Council to regularly assess progress and look to make improvements.
The reactivation of the Association and the subsequent roadmap to finalizing the Customs Union (Decision 1/95) contained several important agricultural provisions, some aspirational and others practical. Articles 9 and 10 of the Decision call on both parties to eliminate technical barriers to trade, including in food stuffs. 10 The Ankara Agreement relies on the definition of primary agriculture given in Annex I of the consolidated version of the Treaty of Rome, published in the Official Journal of the European Communities on December 24, 2002, available on the internet at: http://frontex.europa.eu/assets/Legal_basis/12002E_EN.pdf 11 Article 9 of Protocol No. 1. 12 Articles 33-35 of the Additional Protocol.
On the practical side, section V of the Decision and a set of related annexes limited the scope for taxing processed agricultural goods to an articulated list of primary products. It also defined a methodology for taxing the agricultural content of traded products from third parties and also goods traded between Turkey and the EEC. The section also set a time table for rapidly reducing effective tariffs.
Chapter II of the Decision deals exclusively with primary agricultural products. The chapter reaffirms the common objective of Turkey and the EEC to include agriculture in the Customs Union and calls on each to make progress. But it also extends the 22 year implementation period announced in the 1970 Protocol. The Chapter reaffirms the call for Turkey to address any inconsistencies with the EEC CAP that might stand in the way of the free movement of agricultural goods, and calls on the EEC to take Turkey's interest into account when formulating agricultural policies.
The practical aspects of including primary agriculture appeared in the Association Council's Decision 1/98, issued three years later. The Decision itself is brief and deals exclusively with agricultural products. The body of the Decision announces the end of quantitative restrictions and then introduces three protocols. Protocol 1 of Decision 1/98 elaborates the preferential regime applied by the EEC for agricultural products originating in Turkey; Protocol 2 elaborates Turkey's regime for EEC imports; and a third Protocol lists the applicable rules of origin. Protocols 1 and 2 set out tariff reductions for a specified list of agricultural products in associated annexes. Imports of Turkish hazelnuts and processed tomatoes into the EU receive special consideration in Protocol 1. In the case of EEC imports into Turkey, Protocol 2 lays out tariff-rate quotas, based on large reduction or elimination of the within-quota duty. The rules of origin established in Protocol 3 were subsequently amended in December 2006 (Decision 3/2006).
Agriculture's place in the Turkish economy
Elements of the Ankara Agreement were intended to shift economic incentives and opportunities and, by doing so, stimulate economic growth and improve the prosperity of Turkish citizens. Especially in the case of agriculture, the climatic and geographic features of an economy are relatively stable and can be an important source of long-run comparative advantage. However, with time, most features of an economy can shift, as the influence of general and sector-specific policies accumulate in institutions, and in the stocks of physical and human capital available in the economy, leading ultimately to a gradual restructuring.
In Turkey, this dynamic has resulted in an agricultural sector that is large by regional standards and well integrated with domestic and international markets; the composition of what the sector produces has changed as well, moving to higher valued products anchored in the country's natural advantages. At the same time, in an apparent paradox, the sector's significance in trade and for the economy as a whole has diminished considerably.
Macroeconomic evidence of structural change
The agricultural sector of Turkey has grown to become the largest in the region; however other parts of the Turkish economy have grown faster in recent decades, fundamentally changing the sector's place in the general economy. As recently as 1980, agriculture employed most of the work force and produced nearly 27 percent of national income (Figure 1 ). By 2012, the sector's share of GDP had dropped below 10 percent, although more than 31 percent of the labor force remained in agriculture. The importance of agriculture in trade declined as well; agricultural goods accounted for about 20 percent of merchandise trade in 1980 but only 7 percent in 2012.
In general, this process of structural change has been beneficial. In Turkey, as in all but the wealthiest countries, average incomes outside of agriculture are higher than in agriculture, motivating an outflow of labor from agriculture to other sectors, a process which often lasts for generations. The restructuring of the labor force is an archetypical element of economic development that spurs growth in nonagricultural sectors and raises incomes in agriculture as average sector incomes converge (Larson and Mundlak 1997; Mundlak, Larson and Crego 1998; Gardner 2000) . In the case of Turkey, average valued-added per agricultural worker to national income increased by nearly 75 percent between 1980 and 2012, while GDP per capita in Turkey more than doubled. Economic growth brought with it a significant reduction in poverty. Figure 2 reports poverty rates for rural and urban populations from 2002 forward. 13 Poverty rates in urban areas fell from nearly 39 percent in 2002 to 0.6 percent in 2012. Rural poverty rates fell sharply as well, from about 25 percent to 5.9 percent.
Still, despite the dramatic restructuring of the Turkish economy over the last 30 years, there are indications that the process is not yet complete. Figure 3 shows a ratio of the average income per worker in agriculture to economy-wide average income per worker in Turkey and in Brazil, Chile, Italy and Spain -peer countries with robust agricultural sectors. The graph shows that, despite rapid economic growth overall, Turkey has been less successful than its peers at narrowing the difference between agricultural and nonagricultural incomes. Recalling Figure 2 , the sector differences are also reflected in the growing disparity in rural and urban poverty rates.
In combination, the changed role for agriculture in the Turkish economy and the remaining gap in average incomes between agriculture and other parts of the economy has subtle implications for policy. To a significant degree, agriculture no longer drives trade and economic growth in Turkey as it has in the past. This means that sector policies are less directly tied to the performance of the economy overall. However, the continued gap in incomes speaks to the need for continued productivity gains in the sector. Productivity gains and sector growth normally go hand in hand; however productivity gains are often also associated with a change in the composition of production, which means that some subsectors shrink as others grow. As discussed next, there is evidence that, in the case of Turkey, change in the composition of traded agricultural goods is well underway.
Evidence of structural change in agricultural trade As agriculture's place in the wider economy changed, so did the composition and direction of Turkey's agricultural trade -changes that are largely rooted in the sector's natural strengths. Turkey benefits from a Mediterranean climate, conducive to producing high-valued horticultural goods of the type grown in Spain and Italy, but has more land and significantly greater water resources than either country (Table 1) . Turkey is also strategically located relative to markets in Europe, Central Asia, and the Middle East and North Africa (MENA). In addition to its strong institutional ties to Europe, Turkey also has strong trade and cultural ties to MENA, where population growth rates are high and where food production is limited by water scarcity. As a consequence, the region has turned into significant food importer (Larson et al. 2014) . In Europe and some MENA countries, income gains have also driven increased demand for fresh fruit and vegetables and the types of processed food products provided by Turkey's agribusiness community. In response, the composition of exports has shifted to higher-valued products and a second center of gravity for agriculture exports has emerged in MENA in addition to traditional European destinations. Figure 4 shows the composition of Turkish agricultural exports by level of processing. In all cases, the goods are included in what the United Nation's Food and Agriculture Organization (FAO) classifies as primary agricultural goods. For our purposes, we subdivide this set of commodities into subgroups, based on notional 13 Corresponding data is not available for prior years.
ideas of value added. 14 In the late 1980s, about a third of Turkish exports consisted of unprocessed or lightly processed goods, like cotton, olive oil, or animal hides. With time, the share of this category of exports fell and the share of goods with a higher value-added content, such as wheat flour, cheese, tomato paste, and prepared juices, increased. The share of trade in highly perishables (mostly fresh fruit and vegetables) also grew, crops which are high-valued because the places with the agro-climatic conditions required to produce them are limited, and because of the costs associated with maintaining the quality of perishables and managing associated food hazards. The composition of trade by destination has changed as well. Figure 5 shows that the share of value has Turkey's agricultural exports from one that was strictly focused on the EU, to one in which MENA has become a secondary center of trade. 15 The next figure reports data on trade in agricultural manufactured goods using data from Turkish exporting firms. The left panel of Figure 6 shows firm activity by product type to Europe, while the right side of the figure shows comparable data on to MENA. 16 The numbers in the table were constructed using information from firm censuses, matched with customs data, to count the number of firms exporting a particular type of agricultural good. The term "firm activity" is used in the table to indicate that the reported categories are not mutually exclusive and that there is double counting; for example, firms that ship to the EU might also ship to MENA and firms that ship fresh fruit might also ship prepared fruit.
As with the data on export shares, the data point to the relative stability of firm activity centered on Europe and the rise of new trade activity with firms and governments in MENA. The composition of the trading activity includes both primary agriculture of the kind excluded from the Customs Union and "manufactured" food items. Although it is hard to discern from the graphs, the value of exports for the representative firm exporting to the EU is higher than for other firms. Overall, the graphs indicate that the growth in export activities is focused on high-valued fruits and vegetables and on processed agricultural goods.
What would closer alignment of Turkish and EU policies entail?
As discussed, the Ankara Agreement institutions provided an ongoing mechanism that prompted Turkey and the EU to align their agricultural trade policies, and the Association Committee frequently exhorted both sides to align domestic agricultural policies as well. As the Agreement institutions give way to the Accession institutions, the remaining differences in domestic policies take on greater importance. As an EU member state, Turkey would be obliged to fully align its tariffs for agricultural goods with those of the EU, a task made more complex due to the recent proliferation of bilateral agreements. As a practical matter, this obligation is equivalent to bringing agriculture into the Customs Union. More significantly, under EU membership, Turkey would adopt the EU's Common Agricultural Policy (CAP), implying changes to current domestic policies that would not be required under an expanded Customs Union.
Agricultural policies in Turkey
During the closing decades of the 20th century, the Government of Turkey intervened to manage the prices for key commodities through government purchases and sales. Farm inputs, including credit, were subsidized, and the government invested heavily in irrigation and other types of infrastructure. Institutions created to administer this complex set of instruments included State Economic Enterprises (SEEs); the Agricultural Sales Cooperative Unions (ASCUs); and the state-owned banks. An OECD evaluation concluded that "financial losses due to intervention purchasing by ASCUs, the Turkish Grain Board, the State-owned Tobacco Enterprise and the state-owned Sugar Enterprise, coupled with borrowing by the SEE from 14 The full taxonomy used to generate the table is given in Annex Table 1 . 15 The increased importance of the MENA region for Turkish exports is reflected in other sectors as well. See World Bank (2014b). 16 The original data is classified HS2002, sectors 01-24. 8 commercial banks at relatively high interest rates, were key factors in the country's overall economic turbulence in the 1980s and 1990s." (OECD 2011b, p. 10) Agricultural policies began to rely more heavily on markets starting in 2001 under the Agricultural Reform Implementation Project (ARIP). Under the ARIP, between 2001 and 2008, state-owned enterprises and the ASCUs were restructured, and the practice of administering commodity prices abolished. To ease the transition and to help prepare for EU accession, the government established a National Farmers' Registry System (NFRS) that allowed farming households to receive direct income support de-coupled from production. The rationale for the policy change was to allow farmers to respond to price signals when deciding what to produce, while continuing to provide levels of income support similar to that received under the system of commodity price supports. Still, as a practical matter, the portion of total producer support that was de-coupled was never large and has dwindled since 2006.
As discussed, many producers in Turkey are shielded from international competition by an array of import tariffs, especially livestock, dairy and sugar beet producers. 17 In addition, floor prices for cereals, sugar and tobacco are supported through direct purchases. Production quotas are in place for sugar beet. Fresh and processed fruit and vegetables, derived food products, poultry meat and eggs receive export subsidies. Tobacco and hazelnut farmers benefit from a program to help them transition to other crops. Crops that are deemed in short supply qualify for premium payments, sometimes referred to as deficiency payments; oilseeds, olive oil, cotton, cereals, tea and pulses have benefited from the program in recent years. Interest rate concessions and direct payments encourage the improvement of livestock breeds and land improvements that protect soils and allow the consolidation of small tracts. De-coupled income support, instituted under ARIP, has been phased out, but farmers registered under the NFRS, receive so-called "diesel payments" and "fertilizer payments," which totaled nearly $US 45 per hectare in 2011, are in practice de-coupled. 18 The livestock sector benefits from a variety of animal husbandry supports. The government also reimburses 50 percent of the premiums on an insurance scheme available to all producers, which covers field crops, orchards, greenhouses, cattle, poultry and bees against hail, frost and animal life. Most farmers are exempt from income taxes Taken together, these policies provide a level of support for producers greater than that provided by most OECD countries. Table 2 shows the average level of support between 1996 and 2011. The units in the table, known as Percentage Producer Support Estimates (percentage PSEs), are based on an OECD methodology that combines various types of interventions into an estimated average value for producers, relative to the farm-gate value (inclusive of support) of what they produce. 19 Because the methodology converts disparate interventions, like trade barriers and subsidized insurance, into value equivalents, the methodology is used to show the aggregate effects of those policies. Calculations based on the approach are often the basis for treaty negotiations. As the table reveals, all told, producers in Turkey receive greater support than do farmers in the EU. Among OECD countries, only Iceland, the Republic of Korea, Japan, Switzerland and Norway had higher percentage PSEs than Turkey in 2011.
As the table shows, this has not always been the case. Although farmers in Turkey have received greater levels of support than Chile or the United States, levels were lower than in the EU until recently. Support to farmers dropped sharply in 2001, in response to budgetary constraints at the start of ARIP, then continued to climb until 2006. As the EU successfully lowered and de-coupled support to rural areas, EU percentage PSEs fell below those of Turkey. Since 2006, rates have fallen in both Turkey and the EU, but remain high relative to comparable agricultural sectors. Figure 7 gives a breakdown of the percentage PSEs by type of policy instrument employed for Turkey and the EU. Focusing first on the right-hand side panel, the figure shows that, although the list of interventions discussed at the start of this section is long, the agricultural sector in Turkey is largely supported through higher prices, in particular through the protection provided by import tariffs and export subsidies and, to a lesser extent, premium payments given to particular crops. Under the terms of its WTO commitments, Turkey also has the right to extend a limited level of support to its agricultural sector through export subsidies; export subsidies are allowed on 44 product groups, with 16 of these receiving export subsidies of 10-to 20% in 2011 (OECD 2012, p. 216 ). As the figure shows, the average ratio of producer prices to border prices (NPC) in Turkey fell from 1.25 in 1995-97 to 1.19 in 2009-11, largely due to rising world prices (OECD, 2012 ).
An important practical consequence of delivering support linked to specific crops is that it requires farmers to produce particular products to receive support. Conversely, switching from one crop to another can affect the level of support farmers received. In addition, the amount of support a farmer receives increases along with production levels, so that crop-linked support mechanisms usually result in greater aggregate production levels. In turn, this can lead farmers to use marginal land and water resources, or perpetuate the use of outdated production methods that would not be profitable absent subsidies.
Agricultural policies in the European Union
EU agricultural policy instruments and objects have shifted significantly during the last decade, moving away from a system that relied heavily on commodity-linked payments and on border measures, such as variable tariff protection and export subsidies, to one that supports rural communities in a de-linked fashion. However, Agricultural policies for EU members are made up of a mix of common and national policies that are supported in part by EU funds and in part through national budgets. As with policies in Turkey, legacies of past policies are still present in the current mix of instruments, despite efforts to detach support from production incentives.
Two pillars comprise the EU's Common Agricultural Policy (CAP). The first pillar is made up of common instruments, including Single Payment Scheme (SPS) and Single Area Payments Scheme (SAPS), and a mixture of instruments, including tariffs, tariff rate quotas (TRQs), export subsidies, price supports and, in the case of sugar, private storage incentive (OECD 2012). Pillar II programs are organized according to National or Regional Development Programs and, in contrast to Pillar I programs, are partly funded and directed by individual member states. The stated goals of the CAP are to: i) improve competitiveness; ii) improve the environment and maintain the countryside; and iii) improve the quality of life in rural areas and diversify local rural economies. In 2010, the EU budget on agriculture and rural areas amounted to EUR 58.8 billion (USD 75.2). Most of the budget went to Pillar I payments (70%). Pillar II payments made up 24%, with most of the remainder going to market price supports. Of the Pillar I payments, most went to decoupled payment schemes, based on historical production patterns. However, cereals and sugar are protected through tariffs, tariff-rate quotas and export subsidies. Sugar prices are also supported through production quotas and storage regimes; for some cereals floor prices are protected through public interventions. Eggs, poultry and sugar benefit from price-triggered "special safeguards." What's more, EU members can spend 10 percent of the funds they receive under Pillar I for specific purposes, including providing price support.
Historically, the EU provided a considerable amount of support through export subsidies. Reliance on these measures has dropped dramatically and the EU has offered to eliminate these measures in the context of a successful Doha Agenda. In 2011, spending on these measures declined from $US 5 billion in 2004 to $US 270 million in 2011 (OECD 2012, p. 144) .
Another feature of current EU agricultural policy is an emphasis on boosting spending on agricultural research (OECD 2012) . The EU will spend USD 970 million on three pan-European research facilities that will in the areas of i) environment and land-use changes; ii) systems biology in agricultural, healthcare and pharmacology; and iii) providing access to viruses, bacteria and fungi need for research on, among other areas, agricultural pests and diseases. Plans are also underway to promote agriculture as part of a European Innovation Partnership initiative.
On the whole, despite the EU's large array of support instruments, the support given to agriculture in the EU has declined as a percentage of farm-gate value (Figure 7 ). Rising commodity prices play a role, but budget constraints have as well. Still, the level of EU support hovers near the OECD mean, and remains above the support given to more competitive agricultural sectors ( Table 2 ).
The left panel of Figure 7 illustrates how the relative importance of particular support instruments has changed as the level of support given to producers declined in the EU. The graph shows, that despite ample opportunities for commodity-specific interventions, commodity-specific program expenditures have declined significantly as a share of farm-gate value, and given way to de-coupled payments as the primary support mechanism.
This allows farmers in the EU to worry less about government programs when deciding what to produce and, as a consequence, gives them greater flexibility to adjust to changing circumstances. However, the shift in instruments has tended to shift the costs from consumers, who faced higher prices via tariff protections, to government budgets. This is reflected in the average ratio of producer prices to border prices (NPC), which has fallen from 1.33 in 1995-97 to 1.05 in 2009 -11 (OECD 2012 .
Pathways for deepening the economic ties between Turkey and the European Union
In the next section, we report modeling results on a series of additional steps that might be taken toward EU membership: an expansion of the Customs Union to include all of agriculture; an expansion of Turkey's bilateral free trade agreements to match the set of agreements reached by the EU; as well as the economic impact of full membership. Before doing so, we briefly explain what each step would entail. Under the general equilibrium modeling framework, we assume that food safety requirements will not unduly impede trade flows. There have been conflicts between Turkey and the EU over food safety issues in recent years; however, under the Accession institutions, steps have been taken to align standards in the two economies, which we discuss in this section as well.
Bringing agriculture fully into the Customs Union
The decades-long process of willowing down agricultural trade barriers has brought about a de facto free trade agreement between the EU and Turkey. Processed food items fall within the Custom's Union and the barriers that do remain on primary agricultural goods have been hollowed out by tariff reductions and special exceptions. A recent OECD report (2011b) concludes that about 70 percent of Turkish exports to the EU enter duty free.
In general, Turkey's tariffs for agriculture are based on value; Turkey applies ad valorem rates to nearly 98 percent of all tariff lines, and compound duties to 113 lines (mainly processed agricultural products such as yoghurt and pasta). Variable duties apply to 84 tariff lines, such as butter, sugar confectionary, chocolate, malt, and prepared potatoes. Tariff preferences on agricultural products, granted under Turkey's trade agreements, are generally subject to quotas.
On average, trade policy provides greater protection for agriculture than other sectors. In 2011, Turkey's simple average applied most-favored-nation (MFN) tariffs for agriculture was over 41 percent, in contrast to about 5 percent average for non-agricultural goods. 20 Tariff rates on some processed meat products are especially high, ranging up to 225 percent; some dairy product tariffs, like those on buttermilk and cream, are set at 180 percent; duties in excess of 146 percent are applied to some fruit and vegetable products. Still, all tariff lines for agricultural products are bound, albeit at high rates. Tariff escalation, the practice of setting lower tariffs on raw materials and higher tariffs on processed agricultural products so as to protect domestic processing industries is most common for food, beverages and tobacco products. Turkey also maintains a statutory tariff, which can be used to boost applied tariff rates to 150 percent of the scheduled rate when deemed necessary, although overall rates cannot exceed those bound under the WTO.
As with Turkey, all agricultural duties for the EU are bound and, in contrast with Turkey, all non-agricultural tariffs are bound as well. In general, bound maximum tariff rates are lower in the EU. Because of the Customs Union, average applied tariffs on non-agricultural products are equal in the EU and Turkey.
Still, as Figure 8 shows, even though tariff protection accounts for a larger share of producer support in Turkey than in the EU, there are few practical differences when comparing applied rates. On average, tariff rates were much higher for dairy and animal products than in the EU. Smaller differences occur for horticultural goods, which both Turkey and the EU produce. In contrast to the EU, Turkey has a domestic tea subsector, which receives protection from imports. 21 Said differently, despite philosophical differences about the role of tariff protection as an instrument of agricultural policy, the EU and Turkey have very similar tariff profiles, and the apparent differences in trade policies are largely due to differences in applied rates for horticulture, dairy and the livestock subsectors.
Do food safety requirements serve as non-tariff barriers?
Historically, sanitary and phyto-sanitary standards (SPS) are viewed with suspicion by trade policy makers as potential vehicles for technical barriers to trade. And SPS related interventions have been a long-standing source of irritation in Turkey-EU trade relations. A significant flare up occurred following the 1996 discovery of Mad Cow Disease in some EU states with Turkey, among other countries, halting imports (Engel 2000) . In response, the EU reintroduced duties on imports of Turkish tomato paste and watermelon. Although Turkey did offer compensation for the ban in 2005, Turkey's restrictions on beef stayed in place until 2010 when Turkey issued authorizations to 14 qualified member states (Stivachtis 2011). Although the EU is a unified customs territory importers are permitted to distinguish between areas within a customs territory on the basis of criteria like the disease-free status of those areas, the status of the remaining states remains contentious (World Bank 2014a). 22 On the Turkish side, EU unwillingness to accept animal product exports from Turkey is a long-standing irritant that has been only partially addressed. In 2009, seven Turkish companies were approved to export process poultry to the EU (USDA 2010). And in 2013 after an absence of 13 years, dairy exporters from Turkey regained access to the EU market when six firms were approved by EU regulators. (Anatolia News Agency April 2, 2013).
Because food safety concerns have stymied some types of agricultural trade, it is easy to view recent steps to improve Turkey's food safety as driven by its bilateral commitments to the EU. The Ankara Agreement and the body of related protocols and Council decisions call for an alignment of Turkish and EU policies that facilitate the free flow of goods, which among other things, requires an alignment of food safety standards. In addition, EU Accession requires that Turkey adopt the community acquis, including EU standards on food and animal safety.
Still, the technical standards required by the Customs Union and EU membership may matter less for Turkey than a growing need for agricultural exporters to meet stringent quality and food safety standards in order to compete globally. Firms keenly aware of the legal and reputational risks of serving or selling contaminated food have instituted their own hazard management systems that trace a product from field to fork., whether the product is sourced locally or imported. 23 Increasingly, public standards have presented a lower hurdle to trade than private standards for high-valued agricultural goods, which has in turn driven an updating of public standards (Hobbs 2010) . Recent legislation in the US will bring standards there into better alignment with more stringent private and EU standards, part of a global trend toward stricter quality and safety requirements (Humphrey 2012; ) . In addition, there is emerging evidence that countries like Chile are advantaged by strict quality and safety standards (Melo et al. 2014) . The salient point is that as consumers increasingly purchase their food from grocery stores and restaurants, strict food safety and quality standards based on managed product streams, rather than ex post tests, have become an increasingly important and intrinsic component of agricultural trade.
In the case of Turkey, the requirement to align its food safety requirements with the community acquis dovetails with the ambitions of its agribusiness sector to penetrate high-value markets, and the Government has taken recent steps to upgrade domestic regulation. At the center of this effort is the Production, Consumption and Inspection of Food Law, implemented in 2004, an umbrella legislation designed to protect public health and lay out standards for the food industry. Another key piece of legislation is Turkey's 2006 Food Law (No. 5996) , which requires all food processing firms to eventually conform to EU food safety standards. The Government has also taken significant action to improve food safety in the livestock subsector. An identification system for bovine diseases was introduced in 2004 and a similar system for sheep and goats in 2009. The Veterinary Services, Phytosanitary, Food and Feed Law, enacted in 2010, moves the regulatory framework for the livestock sector in line with that in the EU.
Nevertheless, a study by the World Bank (2010) identified shortcomings in current livestock practices that leave the food processing chain vulnerable to food safety hazards and gaps in compliance with EU food safety requirements. Efforts to close the identified gaps have been supported by the EU's Instrument for PreAccession Assistance Program (IPARD) for Turkey, which was approved in December 2007. The program targets key subsectors, including dairy, meat, fruit, vegetables and fish and has a total budget of EUR 1.165 billion. Under current plans the EU will fund half of the project, with the remaining half funded by the Government of Turkey and program beneficiaries in equal measure. Of the total budget, roughly 68 percent will go to helping farms (40 percent) and food processors (28 percent) conform to EU standards. 24 Third-party trade relationships
The Ankara Agreement and the subsequent work of the Association Council understandably focused on the bilateral trade relations between Turkey and the EU. The trade relationships with third-party countries were to be coordinated in the form of a common external tariff, a process that moved methodically and in a predictable way for nearly four decades. During this time, Turkey's trade relationships with other countries changed, for the most part, either through EU enlargement, or because of tariff concessions negotiated through a multilateral process under the General Agreement on Tariffs and Trade (GATT). Turkey became a GATT participant in 1951 and, together with the EU, participated in five successful rounds of tariff reductions from 1955 to 1994 (Togan 2005 . 25 With the Doha Round stalled, many countries turned to bilateral and regional free trade agreements, including the EU and Turkey. However, where the Customs Union and EU expansion institutions were robust, the rules for coordinating bilateral agreements are not. Under the Customs Union, the EU and Turkey are obligated, in general, to jointly impose a common tariff regime. However, as discussed, this obligation does not fully extend to agriculture. And, as a practical matter, some primary agricultural goods do not circulate freely due to unresolved SPS barriers. The effects of these omissions to the Customs Union had minimal consequences in a world where third-party tariffs are mutually set in a multilateral setting; however, the consequences become harder to track when they occur bilaterally. Even though Turkey is obligated under Decision 1/95 to align its commercial policies with that of the EU, third-party countries that have reached an agreement with one Customs Union partner are not obligated to reach an agreement with the remaining partner. What's more, even when both Turkey and the EU have successfully concluded a FTA with a common third-party, the terms of the respective FTAs can be different. This introduces the potential for trade diversion and a new set of trade irritants related to rules of origin. Table 3 shows the third-party free trade agreements concluded or under consideration at the close of 2013. The list shows that Turkey is largely in a state of catching up with agreements already concluded by the EU, leaving Turkish exporters at a disadvantage to competitors from the EU. In addition, exporters that have concluded a FTA with the EU but not Turkey have an incentive to transship goods via the EU to avoid Turkish import duties. In the case of cars, Turkey uses protective measures based on rules of origin to counter trade deflection but this comes at a cost, since it reintroduces costly inspection processes that are generally avoided in a Customs Union.
In the near term, the FTA gap may widen before it closes, as new agreements under consideration include the large economies of Canada, Japan, India and the United States and important trading blocs like Mercosur, and the ASEAN countries are proceeding in an uncoordinated fashion. This is significant since the combination of rules that permit the free circulation of goods within the Customs Union together with a de facto noncommon tariff schedule for third-party countries sets the stage for unintentional diversions in trade flows and additional confrontations over rules of origin. How this will play out for the Customs Union absent Turkey's accession to the EU is unclear, but we explore some of the welfare implications in a modeling exercise laid out in a latter section.
Policy Scenarios 26
In this section we report on an analysis of several potential pathways for agricultural trade policy for the EU and Turkey. Three policy scenarios are considered. The first scenario estimates the gradual alignment of Turkey's agricultural polices with those of the EU, ending in Turkey's adoption of the EUs Common Agricultural Policy. The remaining scenarios examine the outcomes for an alternative policy trajectory, in which EU-Turkey agricultural trade remains outside the Customs Union, but FTAs are concluded for nonagricultural goods. The second scenario looks at the consequences of fully including Turkey in a set of EU Free Trade Agreement (EU FTA) agreements. The third looks at the consequences for Turkey as the EU reaches FTAs with Korea and the United States.
The analysis uses the multiregional, multi-sector GTAP model, a computable general equilibrium model (CGE) hosted at Purdue University. The GTAP CGE model is used in this study based on GTAP data V8.1 with a reference year of 2007. Model regions differ between the agricultural policy simulations under Scenario 1, and the remaining two scenarios. In the first, the world economy is aggregated into 21 regions (Annex Table 4 ). A different regional specification (15 regions), which identified individual trade partners, was used for the rest of the experiments (Annex Table 5 ). Documentation about the model and database is available at the GTAP website. 27 Baseline description
As of 2007, the calibration year for the modeling exercise, Turkey's average tariff on imports from the EU (0.47%) is below its corresponding average tariff on imports from the rest of the world (2.42%). On average, Turkey also applies lower tariffs on its agricultural and food imports from the EU (15.52%) than from the rest of the world (22.60%). Sugar and meat are exceptions where Turkey's tariffs on EU products are higher than their equivalent from the rest of the world. Turkey's average trade-weighted (AVEs) for food and agricultural are on average (i) 15.5% for imports from the European Union; and (ii) 22.6% for imports from the Rest of the Word.
Turkey's exports to EU in food and agricultural products are mostly concentrated in processed foods and fruits, vegetables, and nuts. Turkey imports 30% of its food and agricultural imports from the EU. The EU as a whole imports 4% of its food and agricultural imports from Turkey (excluding intra-EU trade). EU imports from Turkey are 38% in "other foods" category which includes processed foods excluding dairy and 45% in "fruits, vegetables, and nuts."
Under the 2007 baseline, the EU-Turkey Customs Union covers trade in industrial products (excluding iron and steel). Under this arrangement: i) EU-Turkey trade in non-agricultural products is duty-free; ii) Turkey has adopted EU tariffs on non-agricultural imports from the rest of the world (the common external tariff); and iii) Turkey has adopted the non-agricultural components of EU free trade agreements with Albania, Bosnia-Herzegovina, Chile, Croatia, Egypt, Iceland, Israel, Jordan, Liechtenstein, Macedonia, Montenegro, Morocco, Norway, Palestinian Authority, Serbia, Switzerland, Syria, and Tunisia.
Turkey also has a Generalized System of Preferences (GSP) aligned with the EU's GSP, which grants preferences to developing countries. Under the GSP, tariff preferences are provided for selected nonagricultural goods depending on the level of sensitivity. Duties have been eliminated for imports of nonsensitive goods and have been reduced for sensitive products. Non-agricultural imports from LDCs are dutyfree and quota-free in line with the EU's Everything-But-Arms amendment to its GSP. Outside of the CU, there are tariff preferences for exports of Turkish primary agricultural products to the EU market, limited by quota and a free trade agreement covering trade in iron and steel (ECSC) products. Scenario 1: Aligning Turkey's agricultural policies with the EU's trade policies and the CAP With this as background, scenario 1 contains four component policy changes that are implemented sequentially to bring Turkey's agricultural trade and domestic policies in line with EU policies: i) EU-Turkey trade in agricultural products becomes duty-and quota-free; ii) Turkey adopts EU tariffs and tariff-rate quotas on agricultural imports from the rest of the world (the EU common external tariff); iii) Turkey adopts the agricultural components of EU free trade agreements and the GSP; and iv) Turkey adopts the Common Agricultural Policy. The key findings from the simulation, given in Table 4 , are as follows.
Impacts of widening the EU-Turkey Customs Union to cover food and agricultural trade have positive welfare impacts for Turkey. In all scenarios, real income (economic welfare) increases in Turkey. Welfare gains are highest ($US 843 million) at stage iii, when agriculture is fully included in the Customs Union and Turkey has adopted the agricultural components of EU free trade agreements.
Turkey's adoption of the CAP reduces the welfare gains of trade policy reform because it diverts resources from manufacturing sector to agriculture. Turkish production and exports of agricultural and food products increase at the expense of manufactured goods. 28 Overall, a trade deficit of $US 281 million occurs. Because efficiency gains are lower than those obtained under the trade liberalizing simulations, the overall welfare gains, defined as the sum terms of trade and efficiency gains, decline to $US 500 million.
On average, consumer prices decline since Turkish markets are opened to competition. Prices decline further when Turkey adopts EU free trade and GSP policies. Prices decline the most in the case where CAP-like subsidies are adopted in Turkey since some tariffs are lowered but producers are compensated through alternative instruments that provide equivalent levels of support.
Under all scenarios, average wages for skilled and unskilled labor increase. This, combined with falling consumer prices, means that the further elimination of trade barriers will benefit lower income groups for whom wages comprise a larger share of their income. This effect is largest under the full integration scenario when Turkey domestic agricultural policies are brought in line with the CAP. The returns to capital and natural endowments also increase under all of stages of "deepening". Under the first three liberalization scenarios, land prices fall as protected crops face new competition. However, land rents increase significantly when CAP policies, which target agricultural producers rather than production, are implemented.
Scenario 2: Finalizing non-compliant FTAs
Under the existing customs union, Turkey's imports of industrial products from EU FTA partners are duty free. In some cases, Turkey's exports of non-agricultural products to these same markets are also duty free. However, for a number of EU FTA partners asymmetries in the tariff schedules create opportunities for trade diversion. This is because industrial goods imported into Turkey from these sources trans-shipped via the EU may enter Turkey duty-free, while Turkey's industrial goods exported to directly to the same set of countries may not. 29 In this analysis, the CGE model is used to quantify the impacts of these countries extending duty-free access to imports of industrial products from Turkey. The simulations focus on the following ten economies (which are identified in the GTAP database): Mexico, South Africa, Colombia, Peru, Panama, Costa Rica, Guatemala, El Salvador, Honduras, and Nicaragua. Ten different simulations are run (one for each economy) for the analysis.
The results are summarized in Table 5 . It shows that Turkey's real income would increase as a result of finalizing each of the outstanding FTAs in manufacturing trade. The highest gains would be obtained from Mexico ($111 million), South Africa ($115 million), and Colombia ($41 million) because all Turkish exports would receive higher prices. In the aggregate, increases in imports would slightly exceed exports; however the Turkish exports which would experience an increase are textiles (to Mexico); wearing apparel (to Mexico and South Africa); paper products (to South Africa); petroleum and coal products (to Mexico); and motor vehicles and parts (to Mexico, South Africa, and Colombia). 30 Turkey's overall exports to Mexico, South Africa, Colombia, Peru, Panama, Costa Rica, Guatemala, El Salvador and Honduras would increase as a result of finalizing the FTAs in manufacturing, but imports would increase more. Still, keeping in mind that the starting points for the model are $US 123 billion in exports and $US 170 billion in imports, the simulated net impacts of finalizing the trade agreements are negligible.
A summary of the policy scenarios
The simulated welfare gains for key trade policy changes are summarized in Table 6 . As the last column reveals, the economy-wide welfare gains are small under any of the alternative policies when measured against the backdrop of the Turkish economy. In other words, even though agriculture has been nominally excluded from the Customs Union, events and accords reached since the Ankara Agreement have worked to minimize the economic consequences of that exclusion. Still, the analysis shows that bring agriculture fully into the Customs Union does benefit Turkey, especially Turkey's consumers and wage earners. As discussed, the external tariffs for both economies are already nearly aligned, with the key differences in horticulture, dairy and livestock. These products are also the ones where food safety hazards are more likely. Consequently, the full benefits from extending the Customs Union to include agriculture depend on resolving safety standards, a process that has already begun under IPARD. It is worth noting as well, that the gains to land and labor, key assets for most farming households, are highest under scenario iv in which agriculture is fully included in the Customs Union and the EU's Common Agricultural Policy is adopted as well.
Conclusion
Turkey and the EU have been on a long path toward integrating their economies, guided by a remarkable set of institutions established under the Ankara Agreement. The institutions provided steady technical support and moved quickly to advance the long-standing goals of the Agreement when opportunities presented themselves, even after long periods of disuse. The institutions also proved agile at limiting the consequences of agriculture's exclusion from the original blueprint for the Customs Union.
Economic theory suggests that lowering trade barriers should result eventually to shifts in production and trade that leverage a country's comparative advantage, and there is casual evidence that this is the case for the agricultural sector in Turkey. Differences in the agricultural-trade regimes of Turkey and the EU remain but, over time, agreements brokered by the Association Council have whittled them down. Consistent with this, our simulations suggests that further integrating the economies of Turkey and the EU would generate wage benefits for Turkish workers and welfare gains for Turkish consumers; however the simulations also suggest that the gains would not be substantive when measured against national income.
Since the signing of the Ankara Agreement, economic growth and a restructuring of the Turkish economy have changed agriculture's role in the economy at large. A decades-long shifting of labor from agriculture to other sectors has facilitated overall growth and lifted average incomes both in both sectors. Poverty rates in rural and urban areas have fallen as well. But there are indications that structural adjustment is not complete, as average incomes are lower and poverty rates higher in agriculture than for the economy as a whole.
In its new role, agriculture is less important as a driver of economic growth and trade, but it remains crucial to the prosperity of rural areas. Full membership in the EU would compel Turkey to implement food safety standards consistent with the community acquis and to adopt the EU's Common Agricultural Policy. As a practical matter, Turkey has already taken steps to bring domestic food safety standards in line with the EU's, in part because meeting such standards is needed to participate fully in the markets that supply supermarkets, restaurants and agribusinesses worldwide. Consequently, for policy makers, the remaining question is whether taking the additional step of adopting domestic policy measures similar to the CAP would benefit Turkey. Based on first principles and backed by simulation results, we believe there are elements of the EU CAP that might serve Turkey well, even if progress toward EU membership stalls. In particular, it seems likely that a policy shift in Turkey away from the practice of tying assistance to the production of historically important crops in favor of the emerging EU practice of supporting farms and farmers would speed a structural adjustment process, already underway in Turkey, that works to bring average incomes in agriculture in line with the higher average incomes earned in other sectors. 1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 3,049.6 2.5 * Experiments of widening the EU-Turkey customs union to cover trade in agricultural products: The CGE model simulated the impacts of: i) EU-Turkey trade in agricultural products becoming duty-and quota-free; ii) Turkey adopting EU tariffs and TRQs on agricultural imports from the rest of the world (the EU common external tariff); iii) Turkey adopting the agricultural components of EU free trade agreements and the GSP; and, iv) Turkey adopting the Common Agricultural Policy.
Share of population

Rural Urban
Number of firms
Annex table 7. Imports effects for Turkish economy from experiments of widening the customs union to cover trade in agricultural products, change in dollar value of Turkish imports from the world, by sector GTAP model data for Turkey's imports, cif Simulations of widening customs union* Sector i) i) and ii) i), ii) and iii) i), ii), iii) and iv) * Experiments of widening the EU-Turkey customs union to cover trade in agricultural products: The CGE model simulated the impacts of: i) EU-Turkey trade in agricultural products becoming duty-and quota-free; ii) Turkey adopting EU tariffs and TRQs on agricultural imports from the rest of the world (the EU common external tariff); iii) Turkey adopting the agricultural components of EU free trade agreements and the GSP; and iv) Turkey adopting the Common Agricultural Policy. 
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